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BRANCH BANKING IN THE UNITED STATES. 

Upon few subjects has the consensus of opinion of both 
economists and financial writers been more general than 
upon the advantages of branch banking over a system of 
separate local banks. Its superiority in respect to safety, 
economy, the equalization of rates for loans, and the dif- 
fusion of banking facilities, cannot be questioned. The 
system is common to all commercial countries, with the 
exception of the United States ; and it has been the set- 
tled conviction of writers to whom experience and knowl- 
edge of banking give authority that its prohibition in the 
national banking law and in that of most of the States is 
a serious defect, and that these advantages would follow 
the adoption of the system in this country. The original 
causes of restriction and the arguments usually advanced 
against greater liberty will hardly bear the test of impar- 
tial examination. Prejudices aroused iu the course of 
Jackson's war against the Second Bank of the United 
States ; a somewhat absurd fear of an impossible monop- 
oly in banking ; and the self-regarding interests of local 
bankers, — have been, however unreasonable, effective ob- 
stacles to any change. Until very recently the probabil- 
ity of any modification of our banking laws in this direc- 
tion has been remote. The discussion of branch banking 
has been almost entirely academic, useful in the exposi- 
tion of banking principles and practice, but not earnestly 
desired by even a respectable minority of active bankers, 
whose operations, we may conclude, have not been ham- 
pered in any serious manner. Branch banking has now 
found active support both among leading bankers and in 
Congress. In several of the numerous measures which 
have been brought forward to secure a more elastic note 



BRANCH BANKING IN THE UNITED STATES 243 

issue, branch banking lias been authorized, though, it 
should be added, always as a matter of secondary im- 
portance. The subject seems now to have entered the 
stage of practical politics, and its consideration with 
particular reference to existing economic conditions and 
banking methods in the United States deserves careful 
attention. Accepting at the outset the advantages of 
branch banking already mentioned, it will be the pur- 
pose of this paper to estimate the value of these gains 
and to consider certain disadvantages which may be ex- 
pected to follow from the adoption of the system at the 
present time in the United States. 

The superiority in safety of branch banking rests upon 
three considerations of very general validity, — superior 
ability of management, wider area of risks, and greater 
effectiveness of reserves. The first point of superiority 
requires no comment. The second depends upon gener- 
erally recognized insurance principles. The larger the 
number of individual borrowers, the smaller is the like- 
lihood in general of serious loss from their failure to 
meet obligations. The danger of heavy losses at any one 
time is further reduced if the bank is engaged in busi- 
ness over a wide geographical area, with loans based upon 
more kinds of business than is possible to local banks, ex- 
cept in large centres of population. The explanation of 
the greater effectiveness of reserves is closely analogous. 
A bank must actually hold or be able to get at all times 
enough money to meet any demands which, upon the most 
conservative estimate, are likely to be made upon it. The 
larger the number of depositors and the more varied their 
business, the less likely are these demands to come at any 
one time. Such demands vary with the season of the 
year, both in different trades and in different sections of 
the country. At any given time the deposits of one 
group of individuals or in one section of the country will 
be increasing, while those of another group or section will 
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be drawn down. The bank with many branches can con- 
centrate its reserve wherever the demand arises. In a 
measure this is true in the United States at present, under 
the system of bankers' deposits in reserve cities ; but the 
transfer of cash would be more immediate and automatic 
under a branch system. Moreover, the existing system 
is exceedingly unsatisfactory during periods of acute dis- 
tress. It is possible for the banks of a city to unite 
upon some common policy to allay a panic ; but experi- 
ence shows that at such times country banks withdraw 
deposits to protect themselves, even when they are in no 
immediate danger. The credit structure as a whole is 
weakened, reserves become unavailable at points of great- 
est danger, and banks fail which might have survived 
with a little timely assistance.* 

The greater efficiency of reserves may result not only 
in greater safety, but also in an important economy in the 
cost of banking facilities, since upon the same amount of 
cash as a basis a much larger structure of credit may 
be safely reared under the branch banking system. In 
Canada, cash holdings normally run between 7 and 8 per 
cent, of demand liabilities, while in the United States the 
proportion is in the neighborhood of 15 per cent.f The 
economy of the branch system is indirectly brought out 
if we assume that the law prohibited the deposit of re- 
serves, even though there were no legal requirement of 

* This statement should not he taken too absolutely. The relation between 
country hanks and their city correspondents is often very close. The aid to the 
former through taking over of loans by means of rediscounts is not incon- 
siderable, while out-of-town banks often relieve the pressure upon city banks 
by lending directly in the financial centres. 

t The Canadian banks are, in a sense, an outlying dependency of the New 
York money market. They lend money at call there, and withdraw funds 
whenever their home demands or foreign exchange payments bring about an 
extraordinary demand upon them for funds. Their reserves should perhaps 
more properly be compared with those of our banks outside of central reserve 
cities, which in September, 1901, held a cash reserve of about 10 per cent. ; 
but their deposited reserves in central reserve cities were vastly greater than 
the net deposits of the Canadian banks in other banks. 
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amount. Under such circumstances the city banks, being 
without bankers' deposits, might with as great a degree 
of safety as at present hold a smaller reserve with the 
same total of demand liabilities; but, clearly, the country 
banks, if each stood absolutely alone, would require much 
more money to secure the existing degree of safety than 
would thereby be released. Another source of economy 
comes through a smaller expense of management. Much 
can be saved in banking, as in any other occupation, when 
the business is carried on upon a large scale. Particularly 
great is the saving in this direction in the case of small 
branches as compared with the very small bank, and this 
renders possible the extension of banking facilities to 
places where the amount of business would be altogether 
too small for an independent bank. 

These economies under competitive conditions would 
doubtless result in lower rates for loans, not so much 
in the reserve cities, where the accumulation of bankers' 
deposits gives great advantages to the borrower, as in the 
smaller cities and in the country generally, where the 
large city banks would probably extend a network of 
branches. Even more important than lower rates is the 
equalization of rates which would be brought about, not 
so much through the economy of branch banking as by 
the greater mobility of capital. At present banking capi- 
tal throughout the country, as shown by the ownership 
of bank shares, is very largely local capital. Dividends of 
banks in the Western and Southern States are considera- 
bly greater than those of banks in the East, but capital 
does not flow thither for banking purposes.* Under 
branch banking the mobility of capital is almost perfect, 
while with the local banks its immobility is at the maxi- 
mum. The investment of capital at a distance in small 
banks clearly involves great risk and also not a little 
trouble, because each single investment must be for a very 

*See Comptroller's Report, 1901, vol. i. pp. 454-456. 
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small sum. Under branch banking, capital in unlimited 
amounts would seek the region of high rates, thus increas- 
ing loanable funds and reducing rates. The absolute 
equalization of rates would not follow throughout the 
country. Money rates are certain to be lower in the 
great financial centres than elsewhere. Rates are indeed 
uniform in Scotland ; but, from a banking point of view, 
Scotland is provincial to London. In Canada, rates do 
not vary much more than 1 per cent, between different 
parts of the country ; but even that degree of uniformity 
is not to be expected in the United States. Until banks 
can extend credit in the form of notes as cheaply as in the 
form of deposit accounts, those parts of the country in 
which business requires some form of money which passes 
readily from hand to hand will always involve their banks 
in greater expense for the same amount of accommodation. 
Moreover, differences in economic conditions between 
various parts of the country are always a factor to be 
reckoned with. Business is generally subject to greater 
risks in the newer parts of the country than in those more 
fully settled. Both people and conditions are more specu- 
lative, and the general debtor character of such commu- 
nities is an influence in the same direction. The wide- 
spread prosperity of the last few years has placed the 
agricultural States of the West in a much better financial 
position, which is already reflected in a lower level of rates 
for loans ; but it cannot be expected, under any system, 
that there should be as great an equalization of rates in 
the United States as in Canada, and certainly not so much 
as in small and relatively stable European countries. 
When all qualifications have been made, however, the 
reduction should be considerable and of great economic 
importance. 

The advantages of branch banking have been but 
briefly outlined, since they are so evident as to require 
little proof, and are worked out in great detail in 
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general banking literature.* These advantages are un- 
questionably real, and not to be wisely foregone, except 
for strong reasons. It is possible, however, to exaggerate 
their importance, and to overlook other consequences 
which may follow the establishment of branch banks not 
so satisfactory in their results. Some improvement in 
safety and lower rates may be secured at too great cost, 
and it may be feared that the enterprise which the local 
banks have shown and the aid which they have given in 
the general development of the country will be dimin- 
ished. This is a matter difficult of proof in the absence of 
recent actual experience of branch banking in this country. 
The consideration of the subject with reference to special 
conditions in the United States must be largely hypothet- 
ical, based upon an analysis of the operations of the local 
banks with reference to certain characteristic features 
of the economic development of the country. 

Under an ideal system the banker is solely and exclu- 
sively a banker. He has no greater interest in one indus- 
try or class of investments than in another. It is his func- 
tion to lend money and credit, by means of which those 
actively engaged in industry can meet the fluctuating 
demands made upon them. With his own and the tem- 
porarily idle capital of others he makes advances to 
supply temporary requirements for capital. This rigid 
practice is nowhere followed absolutely, nor is it possible 
that it should be ; but there is a wide difference in this 
respect between different banks in the same community 
and between different communities. In England this 
conception of the function of bankers seems to be more 
strictly adhered to than elsewhere, certainly more than in 
other European countries, if we except the reserve banks 
of issue under government influence. 

In the United States, aside from a few of the city 

*See Sound Currency, vol. vi., No. 1, "Branch Banking and Discount 
Rates," R. M. Breckenridge, and especially a bibliographical note, p. 2. 
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banks and some of those which are owned and controlled 
by one person, a very different condition has prevailed. 
The banks have not been large enough to be the most 
important financial interest of those who own and control 
them or to overshadow through the amount or mass of 
business the particular individual interests of directors. 
Leaving out of consideration for the moment the banks 
of the large cities, what we may call the typical American 
bank can be roughly characterized in the following man- 
ner. With a capital of from $25,000 to $300,000, it will 
be engaged in business as indicated by loans and discounts 
to an amount seldom exceeding $1,000,000. In respect 
both to capital and business the amount varies primarily 
with the population of the town where the bank is situ- 
ated, and in a lesser degree with the section of the coun- 
try.* The ownership of these banks is, as has been 
observed, almost entirely in local hands. Controlling 
ownership is not infrequently in the hands of a single 
person or group of persons closely united in other busi- 
ness relationships. There are indeed banks that are little 
more than adjuncts of some manufacturing corporations ; 
though they may be regarded as exceptions. Examination 
of the personnel of the boards of directors will generally 
show that the bank or banks in any town include a large 
proportion of the most successful men engaged in its 
various occupations. In agricultural sections the direc- 
tors are the leading merchants and a number of the more 
prosperous farmers, while in the East the place of the 
farmer is generally taken by men engaged in the manu- 
factures carried on in the locality. The danger that the 
fortunes of the bank may be too closely bound up with a 
single industry or too closely connected with the affai: s 
of the directors is very great, and has been the cause <>f 

* In 1901 there were in Vermont 47 national banks, with an average capit al 
of $137,000 ; while the 118 national banks of Kansas had an average capital of 
$71,000. There were 10 banks in Vermont with a capital of at least $200,000, 
and but i banks in Kansas. 
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many failures; it is one of the unavoidable weaknesses 
of the small local bank, and might seem to be another 
reason for the branch system. On other grounds, how- 
ever, we may find reason to believe that the principal 
advantage of the separate local bank is found, if any- 
where, in the local position and interests of those in con- 
trol. A directorate so composed has the advantage of 
extensive local knowledge and of very intimate acquaint- 
ance with the individual borrower. The importance of 
this knowledge is vastly greater in the country than in 
large cities, because the loans actually made are not so 
liquid in their nature, and because many more loans are 
made in which the personal element is the determining 
factor. In any bank there are wide differences in the 
nature of the securities upon which loans are made, and 
also between banks in large cities and elsewhere in the 
relative importance of the different kinds of securities. 
Outside of large cities, banks make few loans based upon 
approved stock exchange securities, in relation to which 
the personal standing of the borrower is of little or no 
importance. In the country, on the contrary, a very 
large proportion of the loans are based upon the judg- 
ment formed by the directors of the character and ability 
of the borrower and upon the probable success of particu- 
lar business ventures. These loans clearly involve great 
risk, and from the standpoint of safety alone might bet- 
ter be avoided ; but their importance and value, in the 
economic development of the country, is very great. 
Without them the course of development would go on 
much more smoothly, with fewer ups and downs, but 
also, it may be believed, less rapidly. The risk of such 
loans, always great, must be vastly increased where the 
manager of the bank is not in possession of the fullest 
local information. Under a system of branch banks that 
risk would be greatly increased, and the resulting loss 
would be so serious as to require much greater conserva- 
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tism. Herein is to be found the most fundamental prob- 
lem to be settled in any adequate discussiou of the 
advantages of branch banks in comparison with local 
banks. 

The reasons for the necessity of greater conservatism 
under the branch banking system appear on the surface. 
The branch must be in the hands of a local manager, 
who may be either a person born and bred in the place, 
or a member of the staff of managers of the bank, moving 
from one branch to another until he reaches the level 
suited to his abilities. The former is more likely to be 
the case of a branch which has taken the place of a 
recently absorbed local bank, since as many as possible 
of those formerly connected with the independent bank 
are naturally retained, among other reasons, because it 
renders more easy the negotiation of absorption. In the 
case of a long-established branch, it is more likely to be 
managed by one of the staff of managers sent from the 
central office or some other branch. He will be aided by 
a local adviser, if we may assume that the Canadian cus- 
tom will be followed. In this way the personal knowl- 
edge of the directorate of the local bank is in some degree 
combined with general experience supplied by the man- 
ager, but seldom will the personal knowledge at the branch 
equal that at the small bank. The burden of responsibil- 
ity will rest upon the manager, who, if able and energetic, 
will almost certainly not remain permanently. This will 
be particularly true of the small branches, which will be 
used as a good field in which the younger managers may 
gain experience. The manager will always be kept in 
close touch with the central office, all matters of impor- 
tance being referred to it for approval. However ear- 
nestly the policy of the bank may be to encourage in- 
itiative on the part of the branch agents, the forces 
requiring conservative action on their part will always 
be too strong to be overcome. Between the enterprising 
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manager, desirous of making a good showing for his 
branch and reputation for himself through the reckless 
increase of business, which will lead to heavy losses, and 
the manager who is temperamentally unable to take any 
initiative at all, the bank will endeavor to find a mean, 
which will be secured by regulations covering the dealings 
of the manager and the reference of important matters to 
the home office. Clearly, the rigidity of the system 
must increase with the geographical area covered by 
the banks and the variety of conditions and industries 
with which its business is related. Again, the necessity 
for careful control will be much greater in a country 
of rapidly changing conditions, where speculation on 
account of the possibility of high returns from success 
is general. In all these respects the United States pre- 
sents a more difficult field for the successful operation 
of branches than almost any other country in the world. 
Considerations which in a country of more stable condi- 
tions might be overlooked, here take a position of the 
first importance. Even in Scotland, whose banking sys- 
tem has been almost universally accepted as that best 
worth imitating, and where general conditions would 
seem to be most suited for branch banking, some of 
these natural effects of branch banking have been 
observed by a well-known writer : — 

The agent is merely the hand of the head office, put out or drawn 
back as directed. This system tends to preserve soundness in the 
business ; but it curtails it, and dwarfs the banking experience of the 
staffs. Of course, in the large towns the agents require to have a 
little more latitude ; but they are apt to find that with more latitude 
they may get out of their bearings, and be required to make their 
own reckoning. A Scottish agent usually finds that his best plan is 
to keep within the letter of his instructions, and never to ta ) • 
sonal responsibilities. The business of the bank may be stunted in 
the locality, but the head office will have all the more money to 
finance with ; and the agent acquires a reputation for careful man- 
agement. This state of matters is a constant source of discontent 
among traders in the provinces ; but any material alteration of i i8 
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improbable. It is the inevitable result of the centralizing process 
which has been in operation for many years past. 

Self-preservation makes them [the agents] cautious in giving 
advances. Indeed, applicants for accommodation, especially when 
the amount involved is considerable, sometimes find head offices or 
private bankers more ready to entertain their proposals than branch 
offices. This is not, however, so much owing to the action of agents 
as to the fact that principals are naturally more diffident in matters 
brought before them through the medium of representatives than 
they are in direct communications. This fact is often adduced as 
an argument against the branch system of banking as compared 
with a multiplicity of banks. But it must be recollected that the 
former principle has the advantage in the all-important elements of 
solidity and the economy of capital.* 

The probable effect, then, of the adoption of branch 
banking would be to reduce rates for loans upon the very- 
best security, while it would seem probable that many 
borrowers would fail to get accommodation at all. 

The latter part of this conclusion requires further illus- 
tration and proof, since criticism similar to that just 
quoted is not frequently heard from writers or from those 
engaged in active business in foreign countries. 

Too much significance should not be attached to the 
absence of complaints in foreign countries of the workings 
of the branch banking system. Few persons have had 
experience in banking in more than one country, except 
in the large financial centres, where none of the conse- 
quences of branch banking would ordinarily be felt. Sat- 
isfactory evidence can only come from persons who have 
engaged in active business in small places, both in the 
United States and in foreign countries. 

The supposition that the two systems might continue 
together side by side is extremely improbable. In every 
country where the branch banking system prevails, the 
process of bank amalgamation has gone on very rapidly, 
particularly during the last twenty years ; and no one can 

* A. W. Kerr, Scottish Banking during the Period of Published Accounts, 
1865-98, pp. 125-129. 
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doubt that in the United States the movement would be 
quite as swiftly executed as in any European country. 
The undoubted ability of the large banks with branches to 
lend on the best security at lower rates than the individ- 
ual banks would be very certain to drive the latter from 
the field. Attempts to retain a foothold through the more 
hazardous loans alone would soon prove fatal to solvency. 
Private bankers and note brokers would perhaps take a 
more important position than at present. Borrowing at 
low rates from the large banks, they would serve as 
intermediaries between them and large numbers of bor- 
rowers. This seems to be a very common practice in 
France and other European countries.* The borrower 
who has the best security, it will be agreed, is deserving 
of some consideration ; and a system which lays a burden 
upon him to make possible loans involving a greater risk 
may seem to be unfair. This injustice is in part, at any 
rate, more apparent than real, since comparatively few 
borrowers are able to furnish equally good security for all 
their loans, and many large borrowers of high financial 
standing throughout the country secure loans in New 
York and other centres of cheap money. In the East the 
establishment of branch banking would certainly lead to 
fewer changes than in other parts of the country. In the 
West, where banking is well diffused at present, the 
advantages would be comparatively slight in many direc- 
tions, though the changes in the character of the loans 
made by the banks would probably be great. In the 
South, which suffers most from lack of banking facilities, 
the advantages would be greater, though that region does 
not seem to require greater commercial banking facilities 
so much as the introduction of mortgage banks and co- 
operative credit associations of a quasi-philanthropic 
character, such as the people's banks so common on the 
continent of Europe. 

* Courcelle-Seneuil, Operations de Banque, p. 321. 



254 QUARTERLY JOURNAL OF ECONOMICS 

The number of failures of small local banks has been 
often commented upon in discussions of this subject. 
Statistics have been often compiled showing the number 
of failures of small banks in the United States, and in 
comparison with most other countries the number of 
failures is certainly excessive. Without doubt the num- 
ber would have been less under a branch bank system, 
and probably the total loss would have been less ; but 
under any system failures and losses would have been 
greater in the United States than in countries whose 
conditions are more stable, and where accordingly there 
is less scope for and less temptation to engage in specu- 
lative transactions. In Scotland with local banks we 
may be quite sure that the number of failures would 
have been distinctly less than in the United States. 
Moreover, the number of failures in this country under 
the existing system may be expected to diminish as the 
entire country approaches more nearly the settled condi- 
tions of the older States. Of the 234 failures of national 
banks between 1892 and 1901, 30 took place in the 
eleven North Atlantic States, while there were 20 
in the State of Texas alone. That unsound banking 
is not prevented by branch banking alone is illustrated 
by the experience of Australia, where a long period 
of land speculation, fostered by the banks, culminated 
in 1893 with the failure of 14 out of 26 banks holding 
more than half of the total banking deposits of the entire 
continent. In Canada, also, down to 1893, losses were 
quite as great as under the national banking system, 
although since that time the advantage has been dis- 
tinctly in favor of the Canadian banks. 

In the discussion of failures, attention should not be 
confined exclusively to the relative amount of losses 
under the two systems. Questions relating to money 
and banking have been almost continuously matters of 
political and social agitation in the United States. The 
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underlying cause of this exceptional division of opinion 
has been the position of large sections of the country as 
debtor communities. A narrow region of the country, 
slowly widening westward, has presented the normal 
social relationship of debtors and creditors living side 
by side. A very large part of the country has constantly 
presented the phenomena of an active people possessing 
little capital, with rich resources, which, however, have 
been too unlimited in amount to be very satisfactory as 
a commercial asset. In the attempt to develop these 
resources they have borrowed from a distance, not neces- 
sarily too much for the most rapid development, but so 
much as to bring upon them certain difficulties and dis- 
comforts. Periods of active speculation have been fol- 
lowed by periods of acute depression, marked among 
other ways by the disappearance of so much money 
to meet payments at a distance as to occasion a more 
or less chronic condition of scarcity of a circulating 
medium for every-day purposes. This geographical sep- 
aration of debtor and creditor has been the cause of 
much agitation for cheap money, and also of the ill feel- 
ing and distrust with which Eastern moneyed institutions 
have been regarded. The area of the country in which 
this one-sided relationship exists is rapidly growing 
smaller, and the feelings which it occasioned are slowly 
dying away. It is difficult to imagine anything which 
will more certainly arouse them to full vigor than the 
failure of one or more large banks with a network of 
widely scattered branches. Under our present system 
a number of banks may fail at about the same time 
in different parts of the country, and the effect of each 
failure remains localized. In the case, however, of the 
failure of a large bank with branches in different parts of 
the country, the failure is much more dramatic and is 
long remembered. The failure of the City of Glasgow 
Bank in 1878 is a familiar story to all Scotchmen, and 
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even the failure of the Western Bank of Scotland in 1857 
is not forgotten. When a local bank fails, the causes of 
failure, even though not understood in detail, can be 
ascribed to the dishonesty, negligence, or incompetence 
of some one or more persons well known in the vicinity, — 
always a very satisfying thing to do. Under the system 
of branches the causes of failure are remote to many of 
the sufferers and localities concerned ; and if we assume 
the failure to be the result of the operations of the bank 
at its central office in a large city, as has usually been the 
case in other countries, little imagination is required to 
foresee the consequence in its effect upon public opinion. 

This danger takes a very serious aspect when we con- 
sider the nature of the ownership of some of our most 
important banks. The last few years have witnessed 
the growth in all our leading cities of banks possessed of 
large capital and engaged in business of far greater mag- 
nitude than any banks which we have had in the past, 
the Second Bank of the United States alone excepted. 
These banks have been the natural outgrowth of the 
requirement for banks capable of handling easily very 
large financial transactions. The movement in favor of 
branch banking among bankers comes largely from those 
who have formed these large banks. In the absence of 
that liberty, control and ownership by groups of capital- 
ists of several banks in the same city, and in a few 
instances in different cities, has taken place, and is 
certain to go further. This movement is a natural con- 
sequence of the concentration of business of a banking 
nature in our largest cities, and particularly in New 
York, following the many industrial combinations of 
the last few years. It is said that these large combi- 
nations resort to banks less for current commercial 
needs than did the separate establishments of which 
they are composed. The amount of business in the 
aggregate brought to New York has grown very rapidly 
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since all the financial transactions of the combinations are 
concentrated there, while the demands upon banks in 
those places where production is actually carried on have 
not increased in the same proportion. Under a branch 
bank system this transfer of business would have taken 
place easily and would hardly have been noticed. In the 
absence of branch banking there has been a notable 
growth in the lending of out-of-town banks in the leading 
financial centres, only partially, and rather irregularly, 
meeting this demand. So much may be suggested in 
explanation of the recent growth of interest in the subject 
of branch banking. In itself it does not offer a reason 
for or against the system. 

The entire subject, however, is brought into touch with 
this discussion when one considers the nature of the owner- 
ship and control of many of the largest of our city banks. 
In outlining the general character of American banks, those 
in the monetary centres were left out of view. They have 
held in the past a position somewhat more independent 
of particular industries and personal interests than the 
generality of banks. There is reason to suppose, however, 
that this is less true now than it was twenty-five years 
ago, and particularly in the case of some of the largest 
and, it may be added, best managed banks. With the 
growth of large corporate enterprises and the control (even 
more than the ownership) of wealth in a few hands, the 
control of even the largest of banks has become desirable, 
not as a chief source of income, but as a convenience in 
connection with other enterprises. It is not intended to 
condemn this situation. It would seem to be a natural 
development of the general railroad and industrial methods 
which prevail in this country. But these conditions 
weaken the application to the United States of conclusions 
drawn from the working of branch banking in other coun- 
tries. It is quite possible that, just as there are now some 
large banks controlled by purely banking interests, the 
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same would be true of banks under the branch system. 
Recent experience, however, gives reason to suppose that 
the other group of banks would be more active in extend- 
ing their operations throughout the country. The same 
drastic methods which have been successful in bringing 
about combinations in the industrial world would doubt- 
less appear in banking, and it may be questioned whether 
such rough-and-ready methods would not be more dan- 
gerous and harmful in banking than to railroads or indus- 
tries generally. The likelihood of a rapid and peaceful 
transformation from local banks to branch banking is, in 
the existing state of opinion among the vast majority of 
small bankers, very remote. Amalgamation and absorp- 
tion could probably not be brought about except under 
the pressure of competition of the most rigorous sort. 
The period of transition might well therefore be one of 
difficulty and uncertainty ; but in the long run, notwith- 
standing difference in ownership, it is not improbable that 
there would be little difference in the policy and methods 
of the banks of this and other countries. The manage- 
ment of these large banks, however owned, may be 
assumed to be too far-seeing and intelligent to fail to 
give all customers, whether in the large cities or in the 
country, every possible facility. The danger that such 
a bank will lock up its funds in those large enter- 
prises in which its managers and owners are primarily 
interested may be easily exaggerated. The larger the 
institution, the more it has at stake, and the more it has to 
gain from a uniformly careful regard for regular business 
dealings. The interests of the general mass of customers 
of the banks would probably be cared for, even at the 
expense of some dealings of the larger sort which might 
have been entered upon at the central office. The more 
reckless financiers do not often appear on the boards of 
directors of the large banks. When all is said, however, 
it must be concluded that at the present time, while we 
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are going through a process of industrial reorganization, 
and until the results of this transformation shall have 
been tested by time, it is hardly wise to intrust the re- 
organization of our banking system to the same group of 
influences. 

The advantages of branch banking are incontestable ; 
and the arguments urged against the system are after all, 
in large part, dependent upon temporary conditions and 
feelings. Under such circumstances a single step in the 
desired direction is to be preferred, both because more 
likely to be permanent and because it gives a basis of 
actual experience for further legislation. In a country 
so large and with so diversified conditions as the United 
States it may be questioned whether unlimited branch 
banking will ever prove satisfactory. No area of the 
same extent and diversity of condition is at present oc- 
cupied by a system of branch banks. Liberty to open 
branches in the same county or in the same State would 
give a wide field for the application of the system over a 
field neither so varied in conditions nor so wide in extent 
as to excite the fears aroused by the proposal of branches 
for the country as a whole. The consequences of failure 
would be less serious if confined to a single State, since 
the vague fear and distrust of the money centres seems 
to grow directly with increasing distance. There would 
clearly be a great difference in results between different 
States. In States in which there are large cities, such as 
New York and Illinois, the large city banks would proba- 
bly extend branches throughout the area opened to them. 
In purely agricultural States, like the Dakotas, no such 
large institutions could be created, though the territory 
covered by their branches might be as inclusive. In all the 
States, however, there would be room for the growth of 
banks respectable in size, and able to secure expert man- 
agement and efficient directors. The absence of uniform- 
ity has never been a serious matter among English-speak- 
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ing peoples, and it may be added that these differences 
between the banks in different States would be no greater 
than their economic and social differences. Again, in the 
large cities perfect freedom in establishing branches 
might be of much advantage. The business relations of 
the large cities with each other are very close, while those 
of the smaller cities and of the country are usually centred 
in the nearest large city. In cities of the largest size the 
appearance of such competition would probably not be 
seriously disturbing to existing banks. Such a plan would 
facilitate payments and business of the largest sort which 
are concentrated in and between the large cities, and 
resemble in many ways those of international banks and 
exchange houses. Proposals of this limited character 
would seem to have better prospects of legislative ap- 
proval and would probably secure every advantage to 
be expected from unlimited branch banking. 
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